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Great Things Happen Here

2003.-2004

Annual Report of the President
University

of Tennessee

I

Dear friends of the University of Tennessee,
Looking to the future, we realize the value of the past.
In a university, if anywhere, the value of experience, learning, evaluation, and refl e ction should be revered. For the
University of Tennessee, 2003 �2004 brought events from which we learned.

A briefperiod
of turmoil did
nothing to diminish

Though I regret the circumstances that precipitated my return as interim president, I was pleased to come back
for a few months. And I am delighted that the university now has a talented, dedicated new president who will
serve it well.

the quality of
the University
of Tennessee. As
we emphasized

Throughout 2003�2004, the University of Tennessee never faltered. Students learned. Professors went about
their teaching and research. Staff conscientiously did their jobs. Tennesseans profited from UT outreach services.
A brief period of turmoil did nothing to diminish the quality of the University of Tennessee. As we emphasized
throughout the year, great things happen at this university. They always have and always will.

throughout the year,
great things happen
at this university.
They always have

We weathered some trying days, but at the end of the year the institution emerged stronger. Optimism was
rekindled and the spirit of the University of Tennessee renewed.
We would like to thank Governor Bredesen

and always will.

and the General Assembly for providing fund�

<XX>OO<XXXX><XX

ing for two major buildings, the university's
best ever capital maintenance budget, and
good raises for UT employees.
To all the university's good friends, thank you
for your support.

Joseph E. Johnson
Interim President

As

the University of Tennessee began the 2003-

write a brief reflection, and discuss the book in small

2004 year, there was much reason for optimism. Tal�

groups when they arrived on campus for the start of

ented students were about to enroll for fall semester.

fall semester. The program provided common ground

Research support was at an all�time high. Alumni and

for freshmen and promoted critical thinking. To rein�

friends were making generous gifts to the university.

force the experience, McBride came to campus as guest

But most events played out against the backdrop
of the August 8, 2003, resignation of President John
Shumaker and the search to hire his successor, the

speaker for Torch Night, a traditional student cer�
emony early in the semester.
W hen they took a break from the books, students

The [presidential]
search, an

23rd president of the University of Tennessee. The

at Knoxville enjoyed an impressive new recreation

search, an extraordinarily open process, concluded

facility. TRECS, as the structure is known, had its

extraordinarily open

with the university Board of Trustees hiring Dr. John

grand opening September 5, 2003. The building,

process, concluded

Petersen April 21, 2004. But before that landmark

which includes studios, an indoor track, playing courts,

hire, a year's worth of events would transpire.

with the university

and classrooms, was paid for by the students through
their student activities fees.

Veteran Administrators Return

Another new facility opened in Knoxville in Octo�

Board of Trustees
hiring Dr. John

On August 21, Dr. Joe Johnson, UT president from

ber-the $22 million Plant Biotechnology Building on

Petersen April 21,

1991 to 1999, was elected interim president by the

the agricultural campus. This was the third of a $38

2004. But before

Board of Trustees and agreed to serve for a"defined"

million, three�building complex added to the UT agri�

period. In succeeding months, Johnson was joined by

cultural campus since 1999. Other components include

that landmark

two other veteran administrators as first Eli Fly and

the Joseph E. Johnson Animal and Teaching Unit and

then Bill Rice re�joined UT in senior leadership posi�

the Tennessee Forest Products Laboratory. Federal and

of events would

tions. Fly, a former president, returned as executive vice

state funding were used to construct the buildings. The

transpire.
<X><><XX><X><><

president and chief financial officer. Rice filled the posi�

plant biotech building houses classrooms and labora�

tion vacated by Dr. Jim Gibb Johnson, who resigned

tories focused primarily on environmental and plant�

as interim chancellor of the Health Science Center in

related programs.

Memphis. Rice was Health Science Center chancellor
for 10 years before stepping down in 2002.
Though the Shumaker resignation commanded

Elements of the UTK master plan developed as new
entrances were constructed to define the"doorways" to
the campus. At the same time, the Joe Johnsonjohn

considerable public attention, many positive develop�

Ward Pedestrian Mall took shape, forming a green

ments were occurring throughout the university.

space in the heart of campus. The master plan calls for a

Dr. Loren Crabtree, provost at the Knoxville
campus, became chancellor. The Board of Trustees
approved the reinstatement of the chancellor position,
which was abolished two years earlier at the recom�
mendation of then� President Wade Gilley. Reestab�
lishing the position brought UT Knoxville in line with
UT Chattanooga, UT Martin, and the UT Health
Science Center, all of which have chancellors as their
chief executive officers. Crabtree formalized a staff to
oversee the academic, administrative, and budget areas
under his control.
One of Crabtree's academic initiatives helped kick
off fall semester 2003 at Knoxville. Incoming fresh�
men began their university experience by participating
in the new Life of the Mind book program. They were
asked to read The Color of Water by James McBride,

more pedestrian friendly environment, with traffic and
parking moved to the perimeter of the campus.

hire, a year's worth

The university's partnership with Oak Ridge National
Laboratory thrived as UT and 0 RNL dedicated a

tion among departments within the university system.

new Joint Institute for Computational Sciences, shared

Numerous research and training activities throughout

Distinguished Scientists, and cooperated to educate stu�

the university dealt with implications of terrorism.

dents and do research. UT�Battelle manages Oak Ridge

In Memphis, Methodist Healthcare and the UT

National Laboratory for the U.S. Department of Energy.

The Institute for
Public Service

university and facilitated the exchange of informa�

Outreach to the state of Tennessee was a hall�

Health Science Center announced a partnership between
the health system's School of Nursing and the university's

mark of the statewide university during the year. The

College of Nursing. The arrangement offers educational

helped create

Institute for Public Service helped create nearly 8,500

opportunities ranging from an entry�level bachelor's

jobs and performed work with an economic impact of

degree in nursing to the master's and doctoral degrees.

nearly 8,500 jobs

$419 million in Tennessee. The Institute of Agricul�

and performed
work with an
economic impact

ture served more than 4 million Tennesseans, including
380,000 youth who participated in 4�H programs.
UT Martin completed moving its offices and courses

The UT Knoxville athletic department's Step Up cam�
paign succeeded in raising money for numerous projects
such as the lVlcKenzie Athletic Center, Allan Jones Col�
legiate Aquatic Center, and Haslam Field. The campaign

in Jackson, Tennessee, to the Tennessee Technology Cen�

was for facilities needed to keep UT's mens and womens

of $41 9 million

ter at Jackson. Offerings at the new center include mas�

programs competitive among leading national universities.

in Tennessee.

ter's degrees in education, business administration, and

The Institute of

accountancy. The center also offers a nursing program.

Agriculture served
more than 4 million

UT Chattanooga awarded its first doctorates dur�
ing a hooding ceremony at commencement on Decem�
ber 14. Twenty�two physical therapy students earned

UT Martin Recognized

UT Martin also received national honors during fall

OPT degrees.
At the Health Science Center, the Cancer Institute was

Tennesseans,

2003. The campus was among six southeastern U.S.

including 380,000

colleges and universities and 49 in the nation recog�

Cancer Network, an alliance of19 of the world's leading

youth who

nized in Kaplan Publishing's The Unofficial, Unbiased

cancer centers. The Cancer Institute, a partnership between

participated in 4�H
programs.
�

accepted as a member of the National Comprehensive

Guide to the 328 Most Interesting Colleges. UT Martin

the Health Science Center and the Boston Baskin Cancer

was recognized in the category, "schools with the most

Group, aspires to become a National Cancer Institute.

beautiful campus in a suburban or rural setting:'
The Princeton Review recognized UTM in its Best

The Health Science Center also announced that the
College of Medicines Department of Anatomy and Neu�

Southeastern Colleges: 100 Great Schools to Consider.

robiology was ranked sixth in grant fUnding from the

The book features student survey�driven profiles of

National Institutes of Health. The department received

each school chosen.

more than $11 million in NIH fUnding for fiscal 2002.

The UT Institute of Agriculture and the UT Health

UT Chattanooga got the go ahead to begin offering

Science Center cooperated to host a summit in Mem�

a doctorate in computational engineering, the first Ph.D.

phis on agroterrorism and bioterrorism. The summit

program for the campus. The new doctorate draws upon

fostered collaboration between state officials and the

the resources of the UTC College of Engineering and
Computer Science, the UTC Gradu�
ate School in Computational Engi�
neering, and the UTC SimCenter.
The UT Board of Trustees
approved a new center of excellence
in experiential learning in agricul�
tural sciences at UT Martin. The
unit focuses on agricultural studies,
research, and economic develop�
ment and is the only such center in
Tennessee.

Graduate Programs Nationally Ranked

In April, U.S. News & World Report released its rank
ings of top national graduate programs, and several
University of Tennessee programs placed:
+

The UTK College of Business Administrations
graduate curriculum in supply chain and logistics

+

UT Martin broke new ground when it began a
dance education program-the first and only in Ten

ally, or attend graduate school in dance.
Students at Knoxville held another successful Dance
Marathon, raising more than $98,000 for East Ten
nessee Children's Hospital in Knoxville. Dance Mara
thon is a 24-hour event that features music, games, and

UT Chattanooga got

The College of Social Work's overall graduate program

the go ahead to begin

ranked 28th. The UTK College of Education, Health

offering a doctorate

and Human Sciences graduate program ranked 40th.
+

+

The UTK College of Engineering also had gradu-

the campus. The

ate programs ranked in the top 50, with materials

new doctorate draws

engineering at 47th place and civil engineering ranked

national philanthropies.

best school for the money ratings.
Science Center was ranked eighth among U.S. oph

in February for Jump Rope for Heart, a fundraiser of

thalmologic institutions for quality of clinical care by

the American Heart Association. UTC had the distinc

Ophthalmology Times.

of the university's 13,000 employees were satisfied with

Knoxville College of Business Administration as one
of the best in the world, according to its Global Busi
ness School Rankings.
UT was 54th among all U.S. schools with MBA
programs and 89th worldwide. The program ranked

they know what is expected of them in their jobs.

No. 1 nationally in alumni value three years after

More than 70 percent said they had opportunities
agreed that their supervisors or someone at the university

graduation (" value for money") and 7th worldwide-the
only U.S. school in that category's top 15.
Financial Times also rated UT strong in MBA gradu

cares about them as a person. The survey raised issues

ates' placement success, based largely on 2003 graduates

such as communication and compensation that were later

landing jobs at companies such as Nestle, Morgan Keegan,

explored in focus groups and addressed in new initiatives.

Lowes, Home Depot, Procter & Gamble, and Citigroup.

Support from Friends of the Smokies and a grant
from the USDA Forest Service helped UT raise a

and Computer
Science, the UT C
Graduate School
in Computational
Engineering, and the
UT C SimCenter.

Financial Times ranked the MBA program in the

the university as a place to work. Some 90 percent said

in the previous year to learn and grow, and 77 percent

ofEngineering

The department of ophthalmology at the Health

Health and Leisure Studies raised more than $15,000

UT employees throughout the state responded to a

of the UT C College

UT Health Science Center in Memphis ranked 64th.

public law schools in the nation in the NationalJurist's

workplace satisfaction survey that revealed 68 percent

upon the resources

50th. The graduate programs in physical therapy at the

ders. Dance Marathon is one of the largest student-run

among all universities in the United States in 2003.

engineering, thefirst
Ph.D. programfor

The College of Law also was ranked among the top 10

tion of being the top Jump Rope for Heart fund-raiser

<

audiology was 30th, and speech pathology was 32nd.

food. The money goes to children with blood disor

UTC faculty, staff, and students in Exercise Science,

in computational

The UT Law Colleges specialty in clinical training
ranked 23rd in the nation. The master's program in

nessee for students pursuing dance as a career. The
program prepares students to teach, dance profession

ranked 13th.

The Senior Executive MBA program in the
Knoxville College of Business Administration was

strain of beetle to combat hemlock wooly adelgid, a tiny

ranked sixth in the nation in alumni goal achievement

insect that is killing hemlock trees in the Great Smoky

and satisfaction by the Financial Times. The Center

Mountains National Park. The beetles were released in

for Executive Education in the College of Business

the park during the spring. UT's is one of the few labs

Administration offers the one-year program, targeted

in the nation where the beetles are being raised.

to middle- and upper-level managers.

<
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Another program in the College of Business
Administration captured a national ranking. Modern

operation as well as a convenience store and coffee

Physician ranked the Physician Executive MBA pro�

shop. Phase III of UTC Place apartments got under�

gram No. 1 in the nation.

way, and the Engineering, Mathematics, and Computer

The College of Engineering at Knoxville received
Modern Physician

ranked the College

software worth more than $24 million from the Cali�

second straight year, UTC posted a strong showing
in U.S. News

Department of Electrical and Computer Engineering.

schools with master's programs.

Synopsys gave UT a software package worth more than

Administration's

$6 million in 1995.

MBA program
No. 1 in the nation.

Science Buillding opened in August 2003. For the

fornia�based firm Synopsys. The software is used in the

of Business
Physician Executive

a renovation that resulted in an all new food service

In March 2004, Dr. Bob Levy became UT interim

& World Report's rankings

of Southern

In May, the first phase of the Hamilton Eye Insti�
tute opened at the Health Science Center in Memphis.
The institute is the only university eye center providing

vice president for academic affairs when the Board of

advanced level vision care within a 200�mile radius of

Trustees reinstated the position. He had been associate

Memphis. It was named in honor of Dr. Ralph Ham�

vice president for 20 years.

ilton-philanthropist, Memphis ophthalmologist, and
UT faculty member-and his wife, Barbara Howell

UTC Updates University Center

Hamilton.

The University Center at UT Chattanooga underwent

The university continued to cut administrative
costs. A procurement card program was begun that
will save as much as $7 million a year by reducing the
number of invoices processed and checks issued for
small purchases. Unfortunately tuition once again was
on the rise, with the Board of Trustees approving a
9 percent increase for most students for 2004.
UT Martin initiated a second governor's school,
which began on campus in late June. The Governor's
School for Agricultural Sciences attracted 32 high
school students from across the state, who expanded
their knowledge of food, genetics, agriculture, engi�
neering, and the sustainable use of renewable natural
resources. The new school joins the UTM Governor's
School for the Humanities.
UT Chattanooga got approval from the UT Board
of Trustees fc:>r a third doctoral program, this one in
education. The program also requires approval from
the Tennessee Higher Education Commission. The
university hopes to offer the program in fall 2005.
Pharmacy, Social Work Receive Large Grants

The university received more research awards than ever
during the year-more than $250 million. UT was the
recipient of several multi�million dollar grants.
•

The university signed a $20 million agreement with
the Tennessee Department of Human Services to
continue a program that helps low�income families
help themselves.

•

The UT Health Science Center, in collaboration
with several primary partners, was part of a coop�
erative agreement for approximately $14 million
from the National Institute of Allergy and Infec�
tious Diseases (NIAID) to construct a Regional
Biocontainment Laboratory that will be used for
biodefense and microbiological research related to
serious emerging infections. The NIAID is part of
the National Institutes of Health.

sumer Education Program - teaches Tennessee

grant from the National Institute of Mental Health

minority students

families who receive food stamps how to choose and

to study how behavioral health services can help

prepare nutritionally adequate diets. The program is

delinquent children in rural Appalachia. Through the

in the last 10 years

delivered through the UT Extension Service in coop�

RAP study, 720 adolescents and teens between 9 and

eration with community partners and the Tennessee

17 years old with emotional and behavioral problems

percentage (17

State University Cooperative Extension Service.

receive treatment in eight of the poorest Appala�

percent) of African�

and has the highest

chian counties in East Tennessee. The project's lead

American students

ment of Human Services with federal pass�through

researcher is Dr. Charles Glisson, distinguished

dollars. The $20 million grant extends an existing

research professor and founding director of UT's

of any non�minority

agreement. UT Extension will continue providing

Children's Mental Health Services Research Center.
The UTK Innovative Computing Laboratory was

TNCEP services through September 2008.
The College of Pharmacy received a three�year,

•

selected to share $8.25 million with five other

$2.6 million grant from the Health Resources and

schools for research to enable more people to use

Services Administration of the U.S. Department

powerful "grids" of interconnected computers.

of Health & Human Services to fund a Minority

Numerous programs targeted the development of

Center of Excellence.

African American students. The Health Science Cen�

The center will continue to foster the colleges suc�

•

than doubled its
percentage of

•

TNCEP is funded by the Tennessee Depart�

•

Pharmacy more

The UT College of Social Work received a $4 million

TNCEP - the Tennessee Nutrition and Con�

•

The College of

ter offered a menu of programs for minority students

cess in recruiting under�represented minority students,

from fifth grade through university to interest them

faculty, and staff. The college more than doubled its

in careers in the health sciences. These programs are

percentage of minority students in the last 10 years

aimed at increasing the percentage of under�repre�

and has the highest percentage (17 percent) of Afri�

sented minorities in the ranks of health care profes�

can�American students of any non�minority pharmacy

sionals. The Office of Minority Student Affairs at

schooL Additionally, the college has tripled its number

Knoxville offered mentorship programs for freshmen

of minority faculty within the last three years.

and upperclassmen, leadership opportunities, gradu�

The UT Chattanooga SimCenter and Graduate

ate networking, and workshops open to all students.

School of Computational Engineering received

At Knoxville, the average ACT score for first�year

$1.75 million in federal funding to support research

African�American students from Tennessee rose to

and operations. The announcement was made on

22.1, a record high and well above the state average.

the UTC campus by Tennessee Third District U.S.

UT Chattanooga recorded its largest ever African

Congressman Zach Wamp.

American enrollment and African American freshman

Dr. Rebecca P. Winsett, associate professor in the

enrollment. Almost 19 percent of UTC students were

UT Health Science Center College of Nursing,
received a five�year $1.5 million grant to examine

African American. The African American graduati on
rate at UTC exceeded the overall graduation rate. UT

health outcomes of transplant recipients who are

Martin posted a 12 percent gain in its African Ameri�

managed by nurse practitioners

can graduation rate.

pharmacy school.
<><><><><><><><

Alumni Support Grows

Alumni and other friends increased their support of the university. More than 80,000 alumni participated in activities
of the UT National Alumni Association in 2003�04. Alumni and other friends contributed more than $136 million to
the institution.
At Knoxville some of the most notable gifts were from Julian Blackshear (African American law scholarships), Larry
Patrick and Ed Ingle (College of Communication and Information), Ron Nutt (engineering), David T. Bailey (teacher

More than 80)000
alumni participated
in activities of

scholarships), and Otis and Mary Stephens (libraries). Major gifts to the Institute of Agriculture were from Jerry and
Judith Constable (veterinary medicine), Jack Hughes (turfgrass research), and Lynn Chapman McCord (Institute of
Agriculture). UT Chattanooga received major support from Lewie Card and the Card Foundation (engineering), the
Clarence Harris Foundation (entrepreneurship professorship), and Frank Varallo (business professorship). Major gifts

the UT National

to UT Martin included contributions by Lew and Mary Jo Dougherty (scholarships, honors program) and the family

Alumni Association

of Chancellor Nick Dunagan (academic enrichment). The Health Science Center received notable gifts from Delta

in 2003�04. Alumni

Dental Lab of Tennessee (College of Dentistry), Leon Runyon (diabetes), Richard Siegal (ophthalmology), and Wil�

and otherfriends

liam R. Sledge (multiple sclerosis).
During the year, UT Chattanooga implemented state of the art multimedia technology podiums in its classrooms. The

contributed more

innovation was made possible by the Lupton Renaissance Fund, the largest unrestricted cash gift to public higher educa�

than $136 million to

tion in Tennessee history. The fund was established in 2001 with a $25 million gift to UTC from Chattanooga philan�

the institution.

thropist John Lupton and his wife, Alice.
Students in the College of Pharmacy earned national honors.
•

The UT chapter of the Academy of Student Pharmacists was named chapter of the year among 89 chapters nationally.

•

Members of the UT chapter of the Student National Pharmaceutical Association brought home several honors
from that organization's national convention. UT student Carleton Maxwell was elected national president�elect.

•

Omega Chapter of Phi Delta Chi won the award as No.1 chapter in the nation for a second consecutive year.

•

Kappa Psi Pharmaceutical Fraternity's Psi Chapter at UT received the most improved chapter award for

Phi Delta Chi is a national pharmacy fraternity.
2003�2004.
The end of the year brought word that the state had appropriated long�awaited capital outlay funds for reno�
vation and expansion of Glocker Business Administration Building at Knoxville and construction of a pharmacy
building at the Health Science Center.

Dear Friends,

I cannot think
of a job I would

I would like to thank the Board of Trustees, government officials, President
Emeritus Joe Johnson, members of my staff, students, faculty and staff, alumni,
and friends who have made my first months as president of the University of
Tennessee so memorable.

rather have. This
university is poised
to move into the
ranks of leading

I appreciate your warm welcome and constructive advice. I cannot think of a job

national institutions

I would rather have. This university is poised to move into the ranks of leading

and, having already

national institutions and, having already learned much about its fine people and
programs, I believe it richly deserves national acclaim.

learned much about
its fine people and

I look forward to working with the thousands of friends of the University of

programs, I believe

Tennessee as we rededicate ourselves to the time�honored missions of education,

it richly deserves

research, and service and look to the future to build a better Tennessee.
Sincerely,

President

national acclaim.
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On November 9, 2004, Dr. John Petersen made his first major policy address to the Board
of Trustees and others. He shared his observations after four months as president and
explained his plans for the university's future.

W

hen the Board of Trustees elected me as the 23rd president: of the University of Tennessee, they

asked me to come to work on July 1 and, after 100 days, give them a progress report. It's been a

little more than 100 days, but we thought it was a good idea for me to give this report when the

We cannot be all
things to all people
or spread resources

board would be here to listen and when the report could be shared with members of all the campuses.
Let me say first that I am honored and delighted to be president of the University of Tennessee. I said
that when I was elected in April, and I haven't changed my mind. Carol and I have been warmly received in
Knoxville and throughout the state, and we couldn't be happier with this decision. The University of Ten�

evenly among all

nessee is a very good institution. Every day, I learn something new that impresses me and increases my pride

programs.

in what we do for the people of Tennessee. I feel extremely positive about the future of this institution.

<><><><><><><><

I also want to thank Dr. Joe Johnson for all he has done. He and Pat have helped Carol and me so much.
Joe and Pat are great people who have forgotten more than most people will ever know about Tennessee
and the University of Tennessee.
My background is in academics. I'm a chemistry professor who became an administrator. I enjoy facilitat�
ing the success of others. So I bring that experience to this job. As I have observed the relationship of the
University of Tennessee system administration to the campuses and institutes, I have visualized the role I
think I can play as president to do the most for the success of the university. I have said before that we want
to work with each UT campus and institute to capitalize on each of your strengths. In addition the system
should provide the framework that integrates those strengths where possible to make the whole greater than
the sum of the parts.
As I have collaborated with members of the board, my staff, alumni and friends of the university-all the
groups that care so much about this university's progress-I have fleshed out a plan that I think can move the
University of Tennessee into the ranks of national higher education leaders. It basically involves strategically
capitalizing on our strengths. It's as simple as that. I want to blend the independence and the synergy of the
different parts of the university to make things happen for the good of Tennessee.
Each of our campuses is distinctive. Martin's focus is mainly undergraduate, and it is the premier four�year
institution in Northwest Tennessee. Chattanooga is an urban, comprehensive institution that brings a substan�
tial housing component into the mix. The Space Institute in Tullahoma is a graduate program with a directed
and focused mission. The Health Science Center in Memphis is a regional center that serves West Tennessee,
Mississippi, Arkansas, and Missouri. Knoxville is the land grant research university in the UT system. All have a
different focus; all have different regional and national peers. But all strive for excellence in that peer group.
The highest priority for each campus and the institutes is to develop strategic goals. I've asked each to
pick what it can be most excellent at and where it can have the most valUle to the state and to align campus
resources behind the strategic goals. The campuses and institutes should make their decisions in hiring and
in program support based on those goals. The decisions each campus and institute makes will depend on its
current strength and expertise, its location or demographics, and its scope.
The system's role is to help facilitate the plan and acquire the resources. We will look to our partners-not
just the state, but also the federal government and philanthropists and institutions like Oak Ridge National
Laboratory and St. Jude Children's Research Hospital. We will try to optimize gifts and grants to these spe�
cial program areas the campuses and institutes select. We will leverage available funds.
We also want the campuses and institutes to partner in areas of strength. For example, we have excellent
but different computational science emphases at the Chattanooga, Tullahoma, Memphis, and Knoxville
campuses. Those strengths need to be strategically allied where possible for the good of the university and
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the state. We hope to be able to add world class faculty in these special program areas by working with
partners such as with Oak Ridge National Laboratory.
We should be more strategic in picking and choosing our areas of academic and research emphasis. We
cannot be all things to all people or spread resources evenly among all programs. I am not saying we will
ignore our role to broadly educate undergraduate students. Good programs certainly will be maintained
and nurtured. But to achieve national prominence we have to give special attention to the academic and
research areas where we have strength and competitive potential.
For example, the University of Tennessee system and Oak Ridge National Laboratory have identified
four joint institutes in which we feel we can be national and international leaders. These institutes are
computational sciences, biology, nanomaterials, and neutron sciences. Working with ORNL and partner�
ing state dollars and 0 RNL funds, we can hire the best people in the world in those areas. These areas
are multidisciplinary and can prove to be a broadening area for other disciplines. Energy and environment
cut across all of these areas. The Baker Center for Public Policy could emphasize energy and environmen�
tal programs as could academic departments, centers, and institutes systemwide. The Cancer Institute in
Memphis is another example-cancer researchers could be in psychology and biology as well as medicine.
And we have strengths in biology at both Knoxville and Memphis. In addition, we can help St. Jude's by
emphasizing programs in children's medicine that would complement their strengths in children's cancer.
We have rich potential for collaboration. We just need to"connect the dots" to take advantage of all the
university's expertise.
Those campuses and institutes that are willing to work together to build a stronger institution will get
the support of the system. They will select the areas in which they can be world class and decide how to
align themselves internally to do that. Then as president, I will do everything I can to get the resources
they need from the state, the federal government, and from donors.
We will have some of these programmatic priorities ready for this session of the legislature. We will
benchmark against other universities and other programs. We won't use the previous 64�item"scorecard"
per se, but we'll establish a few significant and meaningful metrics to benchmark against. The programs
that reach their benchmarks will continue to have top priority for available funds. I would hope there
would be few if any programs that would not achieve their benchmarks, but if that happens, we would re�
evaluate those programs.
We have to be more aggressive about getting our intellectual innovations into the marketplace. GTx in
Memphis is a good example of how this is done. GTx is a biotech company founded by urology professor
Mitch Steiner to market pharmaceutical therapies he developed in his university research. This company
started in an incubation facility of the university and is now a publicly traded company. UT�Battelle also
has succeeded in bringing intellectual property into the marketplace: it has begun 43 new businesses since
2000, and we anticipate the same types of successes for some of these companies as we have seen with
GTx. One would also speculate that the SimCenter at UTC would have opportunities for spin�off as its
computer codes are more fully developed.
The University of Tennessee is the intellectual driver and stimulator for the people in the state. How�
ever, we need to bring forth more marketable ideas and innovations to grow businesses and jobs. Not all
companies spun off from university initiatives will be successful. But each success will be another encour�
agement for our faculty and staff to take great ideas to the marketplace. The university has to and will
make a more significant contribution to that endeavor.
I am a facilitator, along with our chancellors and campus administrators, to harness the innovative
ability of the faculty and staff. To do this, we must have their grassroots support. Tough decisions can't be
made by administrators alone. We all have to work together as a team to select, support, and continuously
evaluate our best potential successes. I can't charge to the top of the hill and realize no troops are with me.
ilL--

1' ve discovered
!

, that the excellent

I programs we have
I

iii are our best kept
secret.

iI �

Why do we want to grow programs to greatness? Is it just so we can brag about our national rankings?
Absolutely not. We have to do this for the good of the people of Tennessee. This state cannot be competitive
without a more active, engaged University of Tennessee. Statistics from the Southern Regional Education
Board tell us that just 19.6 percent of adult Tennesseans have a bachelor's degree or higher. The national aver�
age is 24.2 percent. It's not hard to see that Tennessee has some catching up to do if it hopes to grow new jobs
and businesses and increase its citizens' quality of life.
To accomplish our strategic goals, the University of Tennessee must have a strong leadership team. The
addition ofJack Britt as executive vice president brings a new element to the university administration.Jack is

Statistics from the

one of the most strategic thinkers and implementers I have met in higher education. We have also just initi�

Southern Regional

ated a search for a system vice president for research. As we put a strong academic leadership team in place in

Education Board

the system to work with each of the campuses, we anticipate the evolution of signature programs statewide

tell us that just 1 9.6

that will be identified nationally with the University of Tennessee.
We have two chancellor searches ongoing-one at the Health Science Center in Memphis, where we'll

percent of adult

be interviewing candidates early next year, and the other at UT Chattanooga, where we' ll do interviews

Tennesseans have a

in the spring. I 've told the search committees what I'm looking for is a strategic thinker. Strong, strategic

bachelor's degree or

leadership at each campus will be an imperative if we are to succeed.

higher. The national '
average is 24.2

II

percent. It's not hard i
to see that Tennessee

We are in the final stages of hiring a new vice president for public and governmental relations, who also
will be an important part of the strategic team. As I have traveled the state, I've discovered that the excellent
programs we have are our best kept secret. Our ability to spread the word about our successes will be critical in
keeping our greatest group of stakeholders and financial supporters-the people of Tennessee and their elected
representatives-informed about our programs and opportunities. This new vice president will lead those

'

has some catching

efforts. We plan to have a fulltime person in Nashville handling legislative and state government relations. The

up to do if it hopes

vice president and I will be based in Knoxville and will travel to Nashville often and as needed.

to grow new jobs
and businesses and
increase its citizens'
q uality of life.
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In addition to a strong leadership team, we also need the support of our alumni and friends. Their
opinions are important as we set this strategic course for the university. We need their very important
input and their buy�in.
The academic programs we will emphasize will be reflected in our fund raising programs including
annual giving as well as in our plans for a near�future capital campaign.
There are other underlying issues that are important to the progress of the university.
I believe we need to devise a concerted mechanism to standardize the way we determine employee
compensation. We need to set individual and collective goals yearly, evaluate progress, and reward employ�
ees fairly. And the rewards should be strongly linked to performance. This is particularly crucial to faculty,
the most excellent of whom can be hired away by competitors throughout the nation and the world.
We need to do a better job of enforcing our tenure process, so only those faculty who are truly excel�
lent achieve this important milestone. We can't reward mediocre performance and sterling performance
equally and expect to keep the best people at any level within the university.
I think the president should work harder on relationships with other higher education institutions in
Tennessee. Most importantly, I think higher education needs to generate a better educated workforce. UT
can't be responsible for this alone. We want to work with the Board of Regents institutions to increase the
percentage of adults with either a two�year or a four�year degree.
We have begun discussions with the Board of Regents about sharing information technology resources
so we can save money in that fast growing and ever�changing field.
You may be aware there is a proposal to establish a new college of pharmacy at East Tennessee State
University. I will tell you frankly that, in my opinion, a second pharmacy school doesn't make sense eco�
nomically for the state of Tennessee. Expanding and geographically broadening our current program does
make sense to the people of the state.
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A college of public health that's shated among institutions makes sense as well. Tennessee needs pro
fessionals trained in this area. In the western part of the state, I would envision programs that would be
offered by the University of Memphis and the UT Health Science Center and in the east by East Tennes�
see State University and UT Knoxville. Those are discussions that will go on for some time, I'm sure.
I'd like to speak now to members of the Board of Trustees. I have been very pleased by your level of
engagement. You understand the policy setting role and have given me flexibility to address day to day
issues. I appreciate the work you have put into restructuring your committees. Our trustee retreat last
month was enormously productive. Thank you also for making time for the one�on�one meetings I have
had with each of you. Our discussions helped me learn more about the university and about your expecta�
tions for me as president. I am having monthly meetings with Mr. Stansberry, the board vice chair, so we
both are apprised of developments from each of our perspectives. I have learned a lot from the board, and
I feel we are all working together toward a brighter future for the University of Tennessee.
The governor is engaged and informed. He"gets it" about higher education's value to the state of Ten�
nessee. I have had the opportunity to share with the governor and his staff our general strategic plans for
our campuses. A road map plan to build excellence with the appropriate benchmarks, prepared by Chan�
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cellor Crabtree in Knoxville, was well received. Recently, ORNL Director Jeff Wadsworth and I met with

Institute for Public

the governor to talk about the University of Tennessee system and ORNL partnerships. The governor

Service before now.

asked excellent questions and complimented our efforts. We very much appreciate his support and his
ideas as we strive to improve this university.
I have visited many constituent groups since July 1. The board urged me to do this, and I have learned
a lot from these firsthand experiences. I've met with the Municipal League, the Tennessee County Ser�
vices Association, and the Farm Bureau. Of course, I've spoken to many alumni chapters and to the uni�
ve�sity Development Council. I've met with the Tennessee Higher Education Commission, the Building
Commission, the Fiscal Review Committee, and people in my neighborhood and neighborhoods through�
out the state. I've talked to UT employees, faculty members, and retirees. I've spoken to civic clubs and
local leaders. I toured agricultural experiment stations and extension projects in West Tennessee.
These are just a few of the groups I have visited. I don't tell you this to impress you with how busy I
am. I mention it because it helps illustrate the number of lives that UT touches.
I have been truly impressed with this institution's outreach efforts. I had not experienced anything like
the Institute for Public Service before now. IPS had a statewide economic impact of $419 million last
year working with industry and government in Tennessee. And university Extension is impressive with its
reach into all 95 Tennessee counties. Extension made 3.5 million contacts with Tennesseans last year.
I've been continually surprised and pleased at the number of people throughout the state who are con�
nected to UT in some way-as a student or faculty member, a graduate, a parent of a student, or a client
of a UT outreach program. And those people genuinely want UT to succeed.
I think it's safe to say that all of us in this room and all of you who are watching are working together
on a fantastic investment in the future. That investment is higher education. Were all contributing
somehow to educating students, or to doing research, or to providing services to citizens. Every one of us
is a building block that's part of the foundation of Tennessee's future. That's a message that I'm particu�
lady passionate about: the University of Tennessee is a major contributor to the intellectual stimulation,
cultural experiences, economic development, and quality of life in this state. And as we all work together
to make the university even better and try to move it up with respect to our national peers, we build an
institution that will continually have more to contribute to Tennessee's future. We are inextricably linked
to the success of the state of Tennessee. This is our role, our challenge, and our opportunity for the future.
I am happy to be with you on this journey and will celebrate with you our successes along the way.
Thank you.
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Search for a President

With Interim President Joe Johnson on the job, the University of Tennessee Board of Trustees in September
began the search for UT'S 23rd president. Every aspect of the process was open to public and media scrutiny; no
candidate was allowed to surreptitiously throw a hat in the ring. Governor Phil Bredesen set the tone of the pro�

Every aspect of

cess early, declaring the search would be extraordinarily open to allow maximum citizen input and involvement.
Board of Trustees Search Committee members included trustees Rhynette Hurd, Jerry Jackson, Andrea

the process was

Loughry (chair), Don Stansberry, and W illiam Stokely; student trustee Carol W hite; and faculty members Gary

open to public and

Sayler of UT Knoxville and Stephanie Bellar from UT Chattanooga.

media scrutiny;
no candidate
was allowed to
surreptitiously
throw a hat in the
ring. Governor Phil
Bredesen set the
tone of the process
early, declaring the
search would be
extraordinarily open
to allow maximum
citizen input and
involvement.

The Presidential Search Advisory Council represented all major UT constituency groups-students, faculty,
staff, alumni, and trustees-in the search process. The council was responsible for identifying, screening, and
interviewing candidates. All meetings were open to the public and the news media. Jim Murphy of Nashville, a
member of the Board of Trustees, chaired the council.
Student members were Daniel Klyce, UT Knoxville; Lacy Long, UT Health Science Center; Tiffany Trice,
UT Martin; and James Armour, UT Chattanooga.
Faculty named were Dr. Larry Hak, UT Health Science Center; Dr. Nancy Warren, UT Martin; Dr. Vic
,

Bumphus, UT Chattanooga; and Dr. Peter Hoeyng, UT Knoxville.

Representing the exempt staff was Rebecca Peterson, Center for Industrial Services. The representative of
nonexempt staff was Charmagyne Akram of the UT Health Science Center.
Representing alumni were: Jim Duke, 2003 �04 president of the UT National Alumni Association; Spruell
Driver, NAA president�elect; Debby Diddle; and Roger Dickson.
Trustees serving on the council were Jim Murphy (chair), Waymon Hickman,John Thornton and Susan Williams.
Dr. Margaret Perry, chancellor emeritus of UT Martin, was named executive director of the search to handle
staffing duties.
Open forums were held throughout the state during November, giving everyone who was interested the oppor�
tunity to state the qualities they valued in a president.
As the process progressed, the search firm Baker�
Parker of Atlanta was retained to help. The search advisory
council formulated a job description and established a pay
range, which the Board of Trustees approved. The trustees
affirmed that no candidate would be considered unless he or
she had come through the public evaluation process.
In April, 12 candidates were interviewed by the Search
Advisory Committee, and six finalists advanced. All
interviews were open to the public and all background
materials also were public. Following interviews, the can�
didates were narrowed to three finalists. On April 21, the
Board of Trustees elected Dr.John Petersen, executive vice
president and provost at the University of Connecticut, as
the new president of the University of Tennessee. He and
his wife, Carol, immediately toured all the UT campuses
throughout the state before flying home to Connecticut to
begin preparations for their move to Tennessee.

The Year of Hope

In early 2004, high school students began applying for
the first ever Hope scholarships funded by the new
Tennessee lottery. Any Tennessee high school graduate
with at least a 3.0 grade point average and a score of 19
on the ACT test was eligible for the $3,000 award.
By late spring, effects of the lottery scholarships were
becoming apparent, as record numbers of students had

Average ACT
scores of students
who confirmed their
admission were the

applied for admission to UT campuses. Average ACT scores of students who confirmed their admission were the g highest ever.
8 <><><><x><x><><
highest ever. At Knoxville, restructured institutional scholarships also helped attract more high ability students.
Mission to Mars

In early 2004, four UTK students had the
opportunity to work with the Mars Exploration
Rover teams in California to analyze data from
Mars. UT was one of the few universities to have
students participating in the Rover missions.
Graduate students Keith Milam, Karen
Stockstill, and Livio Tornabene and senior
Sandra Ciccolella worked at NASXs Jet Propul,
sion Lab with UTK's Dr. Hap McSween, an
internationally recognized planetary geologist
and NASA adviser, and Dr. Jeff Moersch, also of
UTK. McSween and Moersch are co,investiga,
tors on the Mars Rover Exploration missions.
McSween served on the science team for the
Mars Pathfinder mission in 1997.

{; eL�b r�ttQ n>

_

_

2004

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

_

was

•

UT C hatta n ooga's 60th yea r of gra d uate stu d i es

•

The Co l l ege of Veteri n a ry Med i c i ne's 30th a n n iversa ry

•

The 50th b i rthday of the Hearing a n d S peec h Ce nte r at UT Knoxvi l le

•

The I OOth a n n ive rsa ry of footba l l at UTC
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Speech , Speech

World class speakers came to UT campuses during the year. Nobel Laureate Vernon L. Smith addressed a capac�
ity crowd on the UT Chattanooga campus with the lecture" Freedom, Economic Theory and Experiment:' Smith
: received the Nobel Prize in 2002 for Economic Science. Vaclav Klaus, president of the Czech Republic and also
a respected economist, spoke to a small group of Chattanooga faculty and business leaders. The UTC Probasco
>

Chair of Free Enterprise invited Klaus.

Arthur Golden,
author of the
best�selling novel
Memoirs ofa

was
UTC spring
commencement
speaker.
Geisha,
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Financial guru Warren Buffett made a rare public appearance at UT Knoxville. He spoke about his philoso�
phy of investing and gave Berkshire Hathaway stock to students who had brought to his attention a Knoxville�
based firm he later acquired.
Noted author and environmental pioneer Dr. Paul Ehrlich spoke at UT Knoxville on Earth Day, April 22.
Arthur Golden, author of the best�selling novel Memoirs of a Geisha, was UTC spring commencement speaker.

Golden grew up in Chattanooga. His father, and later his mother, were publishers of The Chattanooga Times.
In honor of Black History Month, the UT Health Science Center hosted Rita Geier to speak. Geier is the
original plaintiff regarding Tennessee desegregation of institutions of higher education. Her presentation titled,
" Unequal Treatment: Healing Prejudice;' addressed racial disparities in medical.

Eittancial _Highligbts_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ - _ _ _ _ _ _ - _ - _ _ _
Ma nagement's Discussion and Analysis

This section of The University of Tennessee's annual financial report presents a discussion and analysis of the
financial performance of the university during the fiscal year ended June 30, 2004, with comparative information
presented for the fiscal year ended June 30, 2003. This discussion has been prepared by management along with the
financial statements and related note disclosures and should be read in conjunction with them. The financial state�
ments, notes, and this discussion are the responsibility of management.
The university has two discretely presented component units, the University of Chattanooga Foundation
and the University of Tennessee Foundation. More detailed information about the university's component units
is presented in Notes 19 and 20 of the financial statements. Information and analysis regarding the component
units is also included in this section.

Great Things in 2003
Programs Ranked
Top 10

Using This Annual Report

•

This report consists of three basic financial statements. The statement of net assets; the statement of revenues,
expenses, and changes in net assets; and the statement of cash Hows provide information on The University of

•

Tennessee as a whole and present a long�term view of the university's finances.
•

The Statement of Net Assets

The statement of net assets presents the financial position of the university at the end of the fiscal year and includes all

•

assets and liabilities of the university. The difference between total assets and total liabilities - net assets - is an indica�
tor of the current financial condition of the university. Assets and liabilities are generally measured using current values.
Capital assets, however, are stated at historical cost less an allowance for depreciation.
Net assets are divided into three major categories. The first category, invested in capital assets, net of related debt,
provides the university's equity in property, plant, and equipment owned by the university. The next asset category is
restricted net assets, which is divided into two categories, nonexpendable and expendable. The corpus of nonexpend�
able restricted resources is only available for investment purposes. Expendable restricted net assets are available for

Pharmacy
Supply chain
management/
Logistics
Printmaking
MBA, Senior
Executive MBA,
Physician Executive
MBA

•

Law

•

Ophthalmology
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expenditure by the university but must be spent for purposes as determined by donors and/or external entities that
have placed time or purpose restrictions on the use of the assets. The final category is unrestricted net assets. Unre�
stricted net assets are available to the university for any lawful purpose of the institution.
Ta ble 1. Statements of Net Assets
(in thousands of dollars)

2004

UT Foundation

UC Foundation

UT

2003

2004

2003

2004

2003

Assets:
Cu rrent assets
Capita l assets, net
Other assets
Total Assets

1 1 ,668
75,730
1 17,068

12,858
59,752
132,470

12,596
48,296
2 1 ,626

43,772
14,9 1 5
9, 148

$ 320,301
960, 1 03
88 1,699

$ 3 1 1 ,93 1
943,877
828,919

2,162,103

2,084,727

204,466

205,080

82,518

67,835

238,258
298,596

233,459
289,881

1 1 ,668
86,222

12,859
87,864

5,171
58,593

1 ,415
60,629

536,854

523,340

97,890

1 00,723

63,764

62,044

730,786
356,646
323,475
214,342

730,45 1
298,644
3 16,191
216, 1 0 1

$ 1,625,249

$ 1,561,387

$

$

$

$

Lia bilities:
Cu rrent liabi lities
Noncurrent liabilities
Tota l Liabilities
Net Assets:
Invested in capita l assets, net of related debt
Restricted-expendable
Restricted-nonexpendable
U n restricted
Total Net Assets

Copies of the complete
Report of the Treasu rer,
including notes, are

6,786
39,609
60, 181
$

106,576

7,442
36,397
60,5 1 8
$

104,357

15,494
2,755
505
$

18,754

4,334
1 , 196
261
$

5,791

available from the Office
of the Treasu rer,

301 Andy

Holt Tower, the University
of Tennessee, Knoxvi lle,
Tennessee 37996.

Material assets consist of cash and cash equivalents; investments; accounts, notes, and grants receivable; and capital
assets. Decreases in current assets can be found in accounts, notes, and grants receivable. Increases in current assets are
) in cash and cash equivalents, investments, and inventories. Increases in noncurrent assets can be found in cash and cash
equivalents; investments; and lease payments receivable. Decreases in noncurrent assets can be found in accounts, notes,
and grants receivable, and capital assets.
Material liabilities include long,term bonded debt, compensated absences, accounts payable, accrued liabilities,

Great Things in 2003
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and deferred revenue. The current portion of compensated absences increased, shifting the liability from noncur,
rent to current.

The University
Many of the university's unrestricted net assets have been designated or reserved for specific purposes such as
of Tennessee at
repairs and replacement of capital assets, future debt service, quasi, endowments, and capital projects. The follow,
Chattanooga
ing graph shows the allocations:
experienced an
unprecedented $200
U n restricted Net Assets (in mil lions)
million building
boom, including a
new Engineering,
120
Mathematics,
and Computer
FY04 II FY03
100
Science Building,
renovations to its
University Center,
and new student
80
housing.
60

40

20
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The Statement of Revenues, Expenses, and Changes in N et Assets

The statement of revenues, expenses, and changes in net assets presents the operating results of the university, as
well as the nonoperating revenues and expenses. Annual state appropriations, while budgeted for operations, are
considered nonoperating revenues according to generally accepted accounting principles.

I
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Ta ble 2. Statements of Revenues, Expenses, and Changes in Net Assets
(in thousands of dollars)
UT

UC Foundation

2003

2004

2004

2003

2003

2004

Operating revenues:
Net tu ition and fees
Grants and contracts
Auxiliary
Other
Total operating revenues
Operating expenses

$ 208,018
382,438
123,3 14
73, 182

$

192,977
356,451
1 23,724
81,214

$

$
8,9 10

5,410

12,103

6,768

786,952

754,366

8,910

5,410

12,103

6,768

1 ,340,677

1 ,3 15,836

8,647

8,699

1 ,735

1 ,609

10,368

5,159

263

(553,725)

(561,470)

420,368
40,486
84,513
22,089

423,816
67,281
42,407
32,039

4,063
(2,857)

567,456

565,543

13,731

4,073

2 1 ,725
15,253
13,588
(435)

32,584
47 , 165
12,341
0,97 1)

50,131

I ncrease (decrease) i n net assets
Net assets at beginning of period

Operating loss

$

$

(3,289)

Nonoperating revenues and expenses:
State appropriations
Gifts
Investment i ncome
Other revenues and expenses

3,029
(2,787)

809

1,206

242

809

237

1,469

(3,047)

11,177

5,396

237

I ncome (loss) before other revenues,
expenses, gai ns, or losses
Other revenues, expenses, gai ns, or losses:
Capita l appropriations
Capital grants and gifts
Additions to perma nent endowments
Other

I

i
x

I

US. News & World
Report ranking'

of top graduate
programs.
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Total nonoperating revenues
and expenses

g Great Things in 2003
.. Eight UT
programs-logistics,
social work, law,
education, audiology,
civil engineering,
materials
engineering, and
physical therapywere listed in the
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UT Foundation

750

4,84 1

1 ,785

90,119

750

4,841

1,785

63,862

94,192

2,219

1,794

12,962

5,396

1,561,387

1,467,195

104,357

102,563

5,791

395

$ 1,625,249

$ 1,561,387

I

I

Total other revenues, expenses,
gains, or losses

Net assets at end of year

$

106,576

$

104,357

$

18,753

$

5,791

�

For t e !ear ended June 30, 2004, appro�i�ately seventy� four percent of UT's revenue was attributed to state

,

I
'

appropnatIons, grants and contracts, and tultlon and fees.

,.

,

"

I
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The increase in tuition and fees is primarily due to a 9% increase in fees for the 2004 academic year. Operat,
ing grants and contracts increased by $25 million due to a general increase in federal, state, and private grants
and contracts. The largest increases were in grants from the Department of Health and Human Services and the
Department of Energy. Other operating income decreased due to the transfer of the Bowld Hospital operations
to Methodist Healthcare - Memphis Hospitals.
In fiscal year 2004, state appropriations decreased $3 million. Nonoperating gifts decreased $27 million. The
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gain on investments was due to an increase of endowment income and a significant reversal of the previous year's
capital market decline.

The UT Institute of
The decrease in capital grants and gifts for 2004 consisted 0f th e donation 0f several b uil dings at th e Mem,
Agriculture served 4
phis campus recognized last year. Additions to permanent endowments increased due to higher levels of new
million citizens.
gifts to endowments for the 2004 fiscal year.

•

Grants awarded
Total operating expenses increased approximately $25 million in fiscal year 2004 primarily due to increased
by the National
salaries and wages, staff benefits, and depreciation expense. The university intentionally attempted to bring
Institutes of Health : faculty and staff salaries to a more competitive leveL In addition to the staff benefits related to salary increases,
to researchers at the : health insurance premiums increased 10% in fiscal year 20
UT Health Science
Center in Memphis : Reven ues
more than doubled : The following is a graphic illustration of revenues by source (both operating and nonoperating), which were used
infour years.
: to fund the university's activities for the years ended June 30, 2004, and June 30, 2003.
NIHfunding, a
Revenues By Source (in millions)
respected measure of : For the year ended June 30, 2004,
biomedical research : approximately seventy' four percent
450
: of UT's revenue was attributed to
progress, reached
$44 million at
: state appropriations, grants and con'
400
UTHSC.
: tracts, and tuition and fees.
FY04 II FY03
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Expenses

Operating expenses can be displayed in two formats, natural classification and functional classification. Both for�
mats are displayed below (in thousands of dollars)
Table 3. 2004 Classification

2004 Natural Classification
Utilities, supplies

Instruction
Research
Public service
Academic su pport
Student services
Institutional su pport
Operation and maintenance of plant
Scholarships
Auxiliary

Benefits

Salaries

2004 Functional Classification

$ 298,233
1 06,2 17
69,429
53,776
28,300
55,736
26,453
2,872
29,836

$

76,0 13
25,295
20,585
16, 132
8,323
16, 108
9,706
14,855
7,538

& other services

$

Hospital

29,768

77,543

Independent operations

46,538
56,528
37 ,092
13,676
20,475
1 ,772
44,606
10,837
57, 1 72
1 ,885

Scholarships

$

15,210

$

Depreciation
Total expenses

Depreciation

$

$

748,395

224,323

$

290,581

$

15,210

$

62, 167
62,167

Total

$ 420,784
188,040
127, 1 06
83,584
57,098
73 ,616
80,765
43,774
94,546
1 ,885
1 07,3 1 1
62, 167
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$ 1,340,676
4

Table 4. 2003 Classification

Salaries

Instruction
Research
P u b l i c service
Academic su pport
Student services
Institutional support
Operation and maintenance of plant
Scholarships
Auxi liary
Hospital
Independent operations

$ 289,078
1 0 1 ,628
67,284
53,339
27, 1 02
53,503
26,236
3,043
30,235
6,816
75,176

Benefits

$

68,378
27,803
22,443
14,509
7,904
15,876
8,9 1 7
23,768
7,240
1,844
2 1 ,475

Util ities, supplies
& other services Scholarships

$

5 1 ,741
56,388
33,887
15, 196
17,036
3,571
39,735
1 1 ,3 1 8
59,516
12,2 17

$

Total expenses

$

733,440

$

220,157

$

300,605

$

Depreciation

4,651

Total

$

56,983

$ 409, 197
185,8 19
123,614
83,044
52,042
72,950
74,888
42,780
96,99 1
20,877
96,651
56,983

$

56,983

$ 1,315,836

4,651

Depreciation

UT Martin began
offering Tennessee's
first and only dance
education program.

O<><X>O<X>OO<XX

2003 Natural Classification

2003 Functional Classification

UT�Battelle entered
itsfourth year of
managing Oak
Ridge National .
Laboratory, the
U.S. Department
of Energy's
largest science
and engineering
laboratory.

For the year ended June 30, 2004, approximately seventy� two percent of operating expenses are attributed
to salaries and benefits. Utilities, supplies, and other services represent twenty�two percent of total operating
expenses. Scholarships and depreciation represent the remaining six percent of operating expenses.

�

Functional Classification (in millions)

450

The university
continued to cut

400

administrative costs.
A procurement card

350

program was begun
300

that will save as
much as $7 million a

250

year by reducing the
number of invoices

200

processed and checks
issued for small
purchases.

�

150
100
50
o

For the year ended June 30, 2004, fifty�
five percent of operating expenses by func�
tion is attributable to instruction, research,
and public service. The percentages for the
remaining functional areas range from one
to eight percent of total operating expenses.

Natu ra l Classification (in m i l l ions)

800
7 00
600
500
400
300
200
100
o

The Statement of Cash Flows

Ca pital Assets and Debt Ad ministration

The statement of cash flows provides information
about cash receipts and cash payments during the

Capital Assets

year. This statement also assists users in assessing the

At June 30, 2004, The University of Tennessee had

university's ability to generate net cash flows, its ability

$960, 103,308.64 invested in capital assets, net of

to meet its obligations as they come due, and its need

accumulated depreciation. Depreciation charges

for external financing.

totaled $62, 1 66,509.09 for the current fiscal year.

Table 5. Statements of Cash Flows

Details of these assets are shown below.

(in thousands of dollars)

2004

2003

$ (446,942)
509,948
2,422
(52,723)

$ (487,276)
524,428
68,479
(65,550)

Cash, begi nning of year

$ 12,705
$ 409,918

$ 40,081
$ 369,837

Cash, end of year

$ 422,623

$ 409,918

Table 6. Schedule of Capital Assets, Net of Depreciation

Cash provided ( used) by:
Operating activities
Noncapital financing activities
Investing activities
Capital and related financing activities
Net increase (decrease) in cash

(in thousands of dollars)

Land
La nd im provements & infrastructure

2003

$ 47,9 12
29,02 1
627,401
94, 1 58
9, 147
52,453
1 00,0 1 1

$ 48,358
30,314
595,986
99, 1 58
1 1 , 1 76
49,666
109,219

$ 960, 1 03

$ 943,877

phis, and the Grote Hall upgrades in Chattanooga.
More detailed information about the university's

<><X><><><><><>

Eq uipment
Software
Library holdings

Total

tions, tuition and fees, and grants and contracts. Mate�
rial uses of cash are reflected in payments to suppliers

Major capital additions for UT during 2003� 2004

and vendors, payments to employees, payments for

include the $19 million Student Recreation Center

benefits, and the purchase of capital assets and con�

and the $ 17.3 million Cumberland Avenue Park�

struction.
The net increase in cash and cash equivalents
amounted to $12,705,021.33 for the year ended June
30, 2004. The net increase in cash and cash equiva�

.. Former Governor
Ned McWherter
received an
honorary doctor of
leadership degree
from UT Martin.
.. Alumnus Charles
«Chad" o. Holliday
Jr., chairman and
CEO ofE.I. Dupont
de Nemours Inc.,
and Dr. c.T. Liu,
adjunct professor
in materials science
and engineering
at Ur, were
elected to the
National Academy
ofEngineering
in February.
Membership in
the academy is
the highest honor
bestowed on an
engineer.

Buildings

Projects in progress

Material sources of cash included state appropria�

2004

For the honor of it

ing Garage in Knoxville, and the $3.3 million Boling
Apartments Improvements in Chattanooga.
For the next fiscal year, the state has approved more
than $68.6 million in capital outlay appropriations

lents amounted to $40,081,653.55 for the year ended

and $34 million in capital maintenance appropriations

June 30, 2003.

for UT. Some of these approved projects include the
Glocker Business Building renovation and addition in
Knoxville, the College of Pharmacy Building in Mem�

capital assets is presented in Note 5 to the financial
statements.

Debt

AtJune 30, 2004, the university had $230, 163,70 1.82 in debt outstanding. The table below summarizes these
amounts by type of debt instrument.

Table 7. Outstanding Debt Schedule
(in thousands of dollars)

For the honor of it
..

Dr. Henry
McDonald} UT
Chattanooga Chair
ofExcellence in
Computational
Engineering, was
inducted into the
Royal Academy
ofEngineering in
November} thus
claiming Britains
highest engineering
honor. He is the
former director of
the NASA,Ames
Research Center.

Bonds-current portion
Bonds-noncu rrent
Commercial pa per-noncu rrent
Total TSSBA authorized debt
Notes-current portion
Notes-noncurrent portion
Tota l Debt

2004

2003

$ 1 2,566
205,292
12,23 1

$ 13,851
183,723
18, 160

$ 230,089
5
70

$ 2 1 5,734

$ 230, 1 64

$ 2 1 5,734

The university retired more than $18 million in bonds and notes in fiscal year 2003 ,2004. The Tennessee
State School Bond Authority (TSSBA), in addition to its authority to issue bonds and notes to finance capital
projects, has responsibility for approving all long,term debt of the university. TSSBA currently is rated as AA, by
Standard & Poor. More detailed information about the university's long,term liabilities is presented in Note 7 to
the financial statements.
The university issued three new bond series in 2003,2004 in the net amount of $70.3 million. These are the 2004A
series in the amount of $54.6 million (this series is a refunding of $50.7 million of the 1996A series); the 2004B tax
exempt series in the amount of $30.4 million; and the 2004C taxable series in the amount of $36.0 millio�.
Economic Factors That Will Affect the Futu re

For fiscal year 2005, the University of Tennessee Board of Trustees has authorized a fee increase of 7.9% that is
expected to generate approximately $ 1 3 million in new funding, net of related scholarships. However, the infl u x
of lottery scholarship freshmen may cause that number to increase. State appropriations are expected to increase
by a modest $6.2 million to fund employee increases. The university expects investment income to decrease as
higher yielding investments are replaced with ones earning much less. The university expects to complete the
transfer of the Bowld Hospital to Methodist University Hospital at which time the university will cease to have
any hospital operations under its direct oversight.

Table 8. Statement of Net Assets, June 30, 2004

The University of Tennessee
ASSElS
Current assets:
Cash and cash equ ivalents (Note 2)
Investments (Note 2)
Accounts, notes, and grants receivable (net) (Note
Inventories
Prepaid expenses a n d deferred charges

4)

$ 1 5 1 , 557,385.23
62,49 1 ,232.26
90,620,866.25
8,269,048.5 1
7,362,424.54

Total c u rrent assets

�

Noncu rrent assets:
Cash and cash eq valents (Note 2)
Investments (Note )
Investment in UT - Battelle, LLC (Note 1 1)
Accounts, notes, and grants receivable (net) (Note 4)
Lease payments receivable (Note 1 5)
Capital assets (net) (N ote 5)
Prepaid expenses and deferred charges
Assets held by the u niversity

LIABI LITIES
Current liabilities:
Accou nts payable
Accrued liabilities
Deferred revenue
Deposits payable
Ann uities payable
Long-term l iabilities, cu rrent portion (Note 7)
Deposits held in custody for others
Deposits held in custody for component u n its
Due to the u n iversity
Total cu rrent liabi lities
Noncu rrent liabilities:
Deferred revenue (Note 7)
Long-term liabilities, noncurrent portion (Note 7 )
Due to grantors (Note 7)
Annuities paya ble (Note 7)
Total noncurrent liabi l ities
Total liabilities
NET ASSETS
Invested in capita l assets, net of related debt
Restricted:
Nonexpendable:
Scholarships and fellowships
Li braries
Research
Instructional department uses
Academic su pport
Other
Expendable:
Scholarships and fellowships
Li braries
Research
Instructional d epartment uses
Academic support
Loans
Capital projects
Debt service
Other
U n restricted (Note 18)
Total net assets

$

8,702,699.00

The University of
Tennessee Foundation, Inc.

$

12,442,059.68

943,927.00

140,82 1 .62

2,02 1 , 123.00

l3,539.42

320,300,956.79

1 1 ,667,749.00

12,596,420.72

271 ,066,348.59
444,049,858.7 4
2,378,253.00
142,798, 126.01
2 1 ,228,595.80
960,103,308.64
178, 108.39

19,381 ,001 .00
97,536,676.00

3,504,377 .50
13,552,736.90

1 50,708.00

1 ,793,022.60

75,729,835.00

48,296,250.93

For the honor of it

1,841 ,802,599. 1 7

192,798,220.00

69,92 1 ,8 1 5.98

$ 2,162,103,555.96

$ 204,465,969.00

$

82,518,236.70

5 14,827.00
2,052,826.00
3 1 1 ,235.00
45,194.00

$

3,292,405.68

UT Martin
Chancellor Nick
Dunagan was
honored with Nick
Dunagan Day in
Tennessee June
3. Governor Phil
Bredesen signed the
proclamation.

6,440.00

�

Total noncurrent assets
Total assets

University of Chattanooga
Foundation

$

57,842,39 1 .72
39,878,942.22
68,298,253.34
6,451 ,994. 13
1 ,304,992.59
54,695,538.99
7,0 1 0,359.02
2,775,428.05

•

2,775,428.05

$

238,257,900.06
15,500,438. 7 1
238,439,662.24
36,603,050.86
8,052,812.58
298,595,964.39
$ 536,853,864.45

1 , 100,000.00

1,645,000.00
1 ,95 1 , 1 77.68
5, 147,489.32

772,219.61

1 1 ,667,7 49.00

5, 1 7 1 ,065.29

86,222,240.00

58,593,468.60

86,222,240.00

58,593,468.60

$

97,889,989.00

$

63,764,533.89

$

1 0,398,687.00

$

2,451,597.37
57,600.12

$ 730,786, 146.56
l35,745,O16.26
12,998,803.63
17,063,241 .56
1 04,694,450.50
25,494,275.09
27 ,479,348.74

29, 1 78,161 .00
32,230.00

1 09,3 12,355.62
6,402,559.23
36,858,446.80
75,761 ,529.35
56,555,822.08
8,422,955.49
18,904,250.27
448,854.02
43,979,598.28
2 14,342,038.03

1 59,560.00
60, 181,097.00

$ 1 ,625,249,69 1.51

$ 106,575,980.00

The notes to the fi nancial statements are an integral part of this statement.

87,760.97
1 56,964.84

28,44 1 .00

775,304.97
2 1 ,741.21

1 ,586,926.00
1 0,878.00

Copies of the complete

14,529,992.89

Report of the Treasu rer,
includ ing notes, a re

5,000,000.00

available from the Office

1 67,547.34
505, 193. 1 0
$

18,753,702.81

of the Treasu rer,

301 Andy

Holt Tower, T h e U n iversity
of Tennessee, Knoxville,
Ten nessee 37996.

Table 9. Statement of Revenues, Expenses, and Changes in Net Assets for the Year Ended June 30, 2004

The University of Tennessee

For the honor ofit
.. Womens athletics
directorJoan
Cronan was named
athletic director
of the year in the
Southeast.
.. Former men's
athletic director
Doug Dickey was
inducted into the
National Football
Hall ofFame.
Dickey was athletic
directorfrom 1 988
to 2003 and head
football coachfrom
1 964 to 1 969.
.. UTs Bill Webb
was named
national track and
field coach of the
yearfor 2003 by
the U.S. Olympic
Committee.
<><><><X><><><>

REVEN U ES
Operating revenues:
Student tuition and fees (net of scholarsh i p
a l lowances o f $ 40,422,660.79 f o r the
year ended June 30, 2004 )
Contri butions
Investment return designated for operations
Federal appropriations
Governmental grants and contracts
Non-governmental grants and contracts
Sales and services of educational departments
Auxi liary enterprises:
Residential life (net of schola rship a llowances
of $ 1,038,969.26 for the year ended
J u n e 30, 2004 ; all revenues a re used
as secu rity for varying revenue bonds; see Note 7)
Food services
Bookstore
Parking
Athletics
Other auxiliaries
Interest earned on loans to students
Other operating revenues
Total operating revenues
EXPENSES (Note 17)
Operating expenses:
Sa laries and wages
Fringe benefits
Utilities, supplies, and other services
Scholarsh ips and fellowships
Depreciation expense
Payments to or on behalf of the u n iversity

$ 208,017 ,640.88

NONOPERATING REVEN U ES (EXPENSES)
State and local appropriations
Gifts (includes $ 5 , 1 58,9 18.64 from the component u nits)
Grants and contracts
Investment income (loss)
Interest on capital asset - related debt
Other nonoperating expenses

28,80 1 ,3 14.30
2,757,895.29
18,734,1 78.03
8,254,783.66
58,858,223.59
5,907,971 .34
77,423.00
16,589,257.39
$ 786,951 ,860.82
$ 748,396,484.77
224,322,79 1 .92
290,580,9 15.19
15,210,798.07
62,166,509.09

$ 420,368,3 13.56
40,485,978.41
48,051 ,458.44
84,514,762.07
(9,634,578.34)
(1 6,328,818. 1 0)

I ncome before other revenues, expenses, ga ins, or losses
Capital appropriations
Capital grants and gifts
Add itions to permanent endowments
Add itions to a n n u ity and life i ncome trusts
Other
Total other revenues

N ET ASSETS
Net assets at begi nning of year
Net assets at end of year

$

135,082.00
4,02 1,619.00

The University of
Tennessee Foundation, Inc.

$

4,753,472.00

1 1 ,970,475.30

123,380.00

8,787.78
$

$

1 ,340,677 ,499.04
$ (553,725,638.22)

Net nonoperating revenues

Increase in net assets

$

15,409,299.47
2 1 5,350,044.32
1 67,087,973.69
4 1 , 1 05,855.86

Total operating expenses
Operating income (loss)

University of Chattanooga
Foundation

8,9 10,173.00

$

12, 1 02,643.08

$
2,427,223.00

3 1 ,247.00
4,127.43
53 1,640.57

2,229,680.00
3 ,990,650.00

1 , 168,268.64

8,647,553.00

1 ,735,283.64

$

262,620.00

$

1 0,367,359.44

$

4,062,52 1 .00
(2, 147,948.00)
(709,01 2.00)

$

809,257.24

567,457 , 1 1 6.04

1 ,205,561 .00

809,257.24

13,73 1 ,477.82

1 ,468, 181 .00

1 1 , 176,61 6.68

2 1 ,725,484.60
1 5,252,920.67
13,587,722.72
3 ,603,865.94
(4,038,918.91)

750,404.00

1, 785,756.87

50, 1 3 1 ,075.02

750,404.00

1,785,756.87

63,862,552.84

$ 1,561,387,138.67
$ 1,625,249,69 1.51

The notes to the fi nancial statements are an integral part of this statement.

12,962,373.55

2,2 18,585.00

$

$ 1 04,357,395.00

$

5,79 1 ,329.26

$

18,753,702.8 1

$

$ 106,575,980.00

Table 10. The University of Tennessee Statement of Cash Flows for the Year Ended J u ne 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees
Federa l appropriations
Grants and contracts
Sales and services of ed ucational activities
Payments to suppliers and vendors
Payments to employees
Payments for benefits
Payments for scholarships and fellowships
Loa ns issued to students
Collection of loans from students
Interest earned on loans to students

CASH FLOWS FROM I NVESTING ACTIVITIES

$ 213,016,004.81
1 6,659,299.47
41 2,993,309.22
49,576,898.92
(298,224,555.91)
(743,351 ,402.89)
(224,2 18,368.37)
(15,2 1 0,798.07)
(4,241 ,404.77)
6,374,877.96
607,729.03

1 14,262,276.23
84,815,505.91
( 196,656,287.55)

Proceeds from sales and maturities of investments
Interest on investments
Purchase of investments
Net cash provided ( used) by
investing activities

$

1 2,705,02 1 .33
409,9 18,7 12.49

Net increase (decrease) in cash and cash equivalents
Cash and cash eq uivalents at begi nn ing of year
Cash and cash equivalents at end of year

2,42 1 ,494. 59

$ 422,623,733.82

Auxi liary enterprise charges :

28,80 1 ,3 14.30
18,734,1 78.03
2,757,895.29
8,254,783.66
58,3 18,635.67
6,513,457.78
( 1 ,226,098.60)
1 6,922,677.14

Residence halls
Bookstore
Food service
Parking
Athletics
Other auxiliaries
Hospital
Other receipts (payments)

$ (446,941 ,567.33)

41 6,039,681 .40
3,946, 132. 1 6

State appropriations
Local appropriations
Gifts and grants for other than capita l

83,3 1 6,592.26
13,587,722.72
3,742,93 1 .34
(2,646,21 6.33)
143,892,189.93
( 143,892, 189.93)
73,9 12.17
(7,677 ,533.43)
(435,052.97)

or endowment pu rposes
Private gifts for endowment p u rposes
Split-i nterest transactions receipts
Split-i nterest transactions disbursements
Federal student loan receipts
Federal student loan disbursements
Cha nges in deposits held for others
Net cash balance implicitly fina nced (repaid)
Other noncapital recei pts (payments)
Net cash provided (used) by

$ 509,948,169.32

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

33,596,076.27
2 1 ,459,704.28
1 5,252,920.67
5,443,527.13
(98,999,758.26)
(18,060,536.01)
(9,723,883.32)

Proceeds from capita l debt
Capital appropriations
Capital grants and gifts received
Proceeds from sale of capital assets
Purchase o f capita l assets a n d construction
Principal paid on ca pital debt and leases
Interest p a i d on capital debt and leases
Other capital and related fi nancing

(1,69 1 , 1 26.01)

receipts (payments)
Net cash provided (used) by
capital and related fi nancing activities

provided (used) by operating activities:
Depreciation expense

$

(52,723,075.25)

62, 1 66,509.09

Changes in assets and liabi lities:
Inventories
Prepaid expenses and deferred charges
Accounts payable

FI NANCING ACTIVITIES

$ (553,725,638.22)

Adjustments to reconcile operating loss to net cash

Accrued interest receivable

CASH FLOWS FROM NONCAPITAL

noncapita l financing activities

Operating loss

Receiva bles, net

Net cash provided (used) by
operating activities

RECONCI LIATION OF N ET OPERATING LOSS TO NET CASH
PROVI DED (USED) BY OPERATING ACTIVITIES

Accrued liabilities
Deferred revenue
Deposits
Compensated absences

40,036,7 18.06
(21 7,881 .30)
(3,615,6 18.53)
530,306.03
(3,830,763.20)
5,935,390.45
4,078,363. 70
353,458.42
(785,885.02)

Other additions:
Loans to students
Net cash provided ( used) by operations

2,133,473. 1 9
$ (446,94 1,567.33)

The notes to the financial statements a re an integral part of this statement.

Farewells

<>O<><X>O<><><>

.. UT Chattanooga
Chancellor Bill
Stacy resigned at
the end ofJune to
accept the position
ofheadmaster at
Baylor School in
Chattanooga.
<>O<><X>O<><><>

.. UT Vice President
for Public and
Governmental
Relations Tom
Ballard retired at
the end ofJune.
Ballard had been
with the university
35 years.
<>O<><X>O<><><>

.. Former planner
Henry Morse
died in March,
2004. Morse was
instrumental in the
expansion of the
Knoxville campus
in the 1 960s.
<>O<><X>O<><><>
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